COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE FILING OF CONTINENTAL TELEPHONE ) CASE NO. 9604
OF ITS LATEST DEPRECIATION STUDY )

O R D E R

On June 4, 1986, Continental Telephone Company of Kentucky
("Contel”) filed its depreciation study with the Commission in
accordance with the requirements of the Commission's Regulaton 807
KAR 5:064. The purpose of that study is to develop the proper
Projection Life, Future Net Salvage, and Curve Shape, as
appropriate, for each of Contel's plant accounts. Given these
parameters, along with realized historical data, a depreciation
rate is developed for each account,

In accordance with 807 KAR 5:064, Contel's study period |is
based on plant account balances as of December 31, 1985. At that
time, the composite depreciation rate was 6.43%. The proposed
composite rate, to be effective January 1, 1987, would be 7.74%,
with a resulting annual change in accrual for depreciation of
$1,577,494.

On October 6, 1986, the Commission staff released its "Staff
Proposal” of parameters for each of Contel's plant accounts. The
staff's proposal would result in a composite depreciation rate of

6.768, and a change 1in annual accrual for depreciation of

$422,613.




On November 4, 1986, Contel filed a counter-proposal to the
staff's proposal and requested a conference call two-way meeting
with Commission staff to attempt to reach agreement on parameters
for each account. Contel's counter-proposal would produce a
composite depreciation rate of 6.96%, and a change in annual
accrual for depreciation of $659,549.

Oon November 14, 1986, an informal two-way conference was
conducted between Contel and Commission staff, and agreement was
reached on appropriate parameters for each plant account. These
parameters would produce a composite depreciation rate of 6.86%,

and an annual increace in accrual for depreciation of $540,418.

FINDINGS AND ORDER

The Commission, having considered this matter, including all
evidence of record, is of the opinion and FINDS that:

1) A public hearing is not required in this matter since a
complete record has been filed and no one has asked to intervene;

2) The agreement relative to parameters which has been
reached between Contel and the Commission staff, and set forth in
Appendix A to this Order, is fair, just, and reasonable to both
Contel and 1{ts ratepayers, and should be approved effective
January 1, 1987; and

3) Contel should begin booking its depreciation expense in
accordance with the depreciation rates for each of its plant

accounts as set forth in Appendix A to this Order on January 1,

1987.
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IT IS THEREFORE ORDERED that:

1. The depreciation parameters and rates set forth in
Appendix A to this Order be and they hereby are approved for
Contel effective January 1, 1987.

2. Contel shall begin booking its depreciation expense in

accordance with the depreciation rates for each of its plant
accounts set forth in Appendix A to this Order on January 1, 1987.

Done at Frankfort, Kentucky, this 22nd day of December, 1986.

PUBLIC SERVICE COMMISSION
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Chairman v

Vice Chairman

ssloner

ATTEST:

Executive Director
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APPENDIX TO AN ORDER OF THE PUBLIC SERVICE
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Whole Life Basis

Effective 171784 Etfectiva 171767

Class of Plant AeS.L. Ret'e S, Rate A.Selo AJN.S, Rate Bft. 11 /04
aildings 36 Tea. [+, 2.8 % Yrs. 0N 2.8% 2.8 %
Ce0.B., SX3 & Other 11.0 [} 9.1 10.1 0 2.9 12.2
C.0.8, Switchboard 15.0 o 6.7 - 0 - 10.6
C+0.5. Analog Electroaic 10.3 Q 9.7 - 0 Amort. 24.06
C.0.8. Microwave 9.1 0 1.0 9.6 0 10.4 17.4
C.0.E. Pover 12,5 (1] 8.0 12.1 0 8.3 10,0
C.0.8: Clrouit 13.5 2 7.3 2.0 0 10.2 .83
Ce0.B. ANI/Ticketing 10.7 0 9.3 Incl. with SIS 19.7
C.0.K. Digital 22 0 4,5 18,2 0 6.6 4.9
Sta. 5. - mv‘—.- Svc. Btce. %S 20 8.4 Incl. with Circuit 9.1
8ta. ,8- - HDC* .S 20 8.4 9.3 20 8.4 9.9
Sta, Conne = 1M, - 0 Asort. - 0 Anort. Amorte
Public Telephones 9.5 20 8.4 9.6 =10 11,5 9.1
Pole Line 0 -52 7.6 17.8 =38 7.9 .%
Asrial Cable 26 -3 3.7 24 -9 4.3 4.0
Underground Cable 32 -8 3.4 26 -8 4.2 3.64
Buried Cable 29 2 3.4 a4 1 4.1 3.9
Asrial Wire 1.4 -40 12,3 1.1 =40 12.6 23,9
Undergrouad Comduit 40 ] 2.5 40 0 2.5 2.6
Purniture & Office Muip. F] s 4.0 2 13 4.3 3.6
Ofticial Terminal Bequip. 9,3 20 0.4 8.5 10 10.6 9.1
Vshiclea (Sedans & Sa. Vans) - - - 5.0 18 17.0 -
Vehicles (leavy Comst.) 10 H 9.5 [ ] 18 10.6 8.6
Other Work Byuip. 16.0 1 6.3 12.8 [} 7.5 6.2

* Propoesd sase as present.

CONTINENTAL TELEPHOME COMPANY OF KENTUCKY
in Depreciation Rates
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APPENDIX TO AN ORDER OF THE PUBLI
COMMLSSION IN CASE NO. 9604 DATED

hole Lite Basie ooﬂwnh Life Buals

Acoount Cost elective 1/1/84 tlective 1/1 Change In Eifective 1/1/84 Rltactive 1/1/87 Change Ia

Sunber Class of Plant 12/31/8% Ratas  Accrusl = Rates  Accroa Accrual Rates Accrus Rates = Accrual = Accrual |
m Saildinge $ 5,819,753  2.8% 3 162,98 2.8% § 162,95 ¢ 0 2.0% § 161,93 3.8% § 162,953 ¢ °

Waexx  C.0.R. SXS & Other 7,005,749 9.1 NNEHE 9.9 0, 708 6,094 12.2 62,193 13.0 1,025,177 3,00

21%.22  C.0.R. Bwitchboard 0 &2 0 - - - 1.6 ) - - 0

211433  C.0.R. Malog Electromic 2,765,848 97 268,287 Amoct. 319,76} 107,474 U.06 453,463  Amort. 3,7 1299, %01
.24 C.0.2. Nicrovave 696,033 11.0 76,564 10,4 12,397 (4,377) 17,4 121,190 9.4 €s,427 155, 68))
231,35 C.0.E. Power 1,713,611 8.0 132,080 8. 142,230 $,141 10,0 17,%) 9.8 162,79 (s,58)
2.4 C.0.E Cleewit 9,634,007 1.3 707,663  10.2 ", 799 81,16 0.Q 3,593 10.4 1,008,177 T, 8

211.27  C.0.R. ANI/Ticketing 276,027 9.3 3,61 9.9 < 21,327 1,656 19,7 4,317 13,0 35,084 (19,493}
221,28  C.0.E. Digital 1,201,007 &3 304,948 6.6 740, 59 235,643 4 350,958 7.0 703,473 34,520

231.3y/

38 Sta. App. - Bpc. Sve. Bte, [ N 0 Iacl., vith Circeit 0 9 0  Iscl. with Circuit 0
.M Stee App. - 7,65 8.4 ) 8.4 4 ' X1 7 9. '3 o
232,20  Sta. Coma. - LN, 4,197,203  Asoct. 300,004 Amort. 380,004 0  Amoct. 300,004 Amort. 380, 004 0
b3 1) PeRlio Teleghones EIT T B W] 27,%2 11,8 3,19 to,Me 9t 0,292 1.2 ».2: 6,990
1] Pole Lime 1,497,927 .6 7,002 .8 96,058 1297 % 1,006,343 8.2 941,010 154,333)
242.1 Aerial Cadle 36,454,538 3 1,340,807 &8 1,640,454 21,6)7 4.0 1,490,990 4.7 1,713,363 222,373
402.2 Undocground Cable 1,093,434 3.4 T, 42 45,002 5,740 344 39,4 4.2 43,082 6,118
42,3 Suried Cadle 23,111,095 3.4 73,717 &t 947,555 18,778 38 008,888 4.4 1,016,888 108,000
20 Asrial Wire 1,200,180  12,) 187,83 12.¢ 161, 304 FTTI X 305,%S 20,6 46,104 0,169
FTYY Undergrousd Condult 607,574  1.% 15,199 3.8 15,199 0 26 15,797 2.6 13,797 0
16 Pursiture 8 Office Byeip. 354,100 4.0 14,28 &) 15,13 1,06 3.6 12,020 3¢ 12,820 °
262 0ffieial Terainal Wuip. 201,522 0.4 20,200 10.¢ 23,401 S, M) % 21,97 12,0 28,98 1,004
264.xx  Vehicles (Sedeas & Small Vans) ° - - 17.0 - - - - 11,0 ‘- -
364.xx  Yehicles (Rmvwy Const.) 23,988 9.8 2,869  10.6 2,754 1 I N 2,15 0.6 2,784 s19
264,06  Other Work Bmip. 198,879 6.2 24,606 1.8 ‘29,766 $.160 6.2 24,606 5.4 2,4 13,175}

Tota
1 $119,665,066 5,260  §8,288,888 6.2V  $7,489.630  $1,201,003 641N $7,863,218 6,36V 39,208,793  $540,418

¢ Proposes veme an presest.
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APPENDLX A
APPENDIX TO AN ORDER OF THE PUBLIC SERVICE
COMMTSSTON IN CASE NO. 9604 DATED 12/22/86

Page 3 of 3 STATEMENT C

CONTINENTAL TELEPHONE COMPANY OF KENTUCKY
PARAMETER SUMMARY
DECEMBER 31, 1985 STUDY

First Proj. Life Future Curve Shape

Acct Year or Net or Interim
No. Class of Plant ELG AYFR Salvage Retirement Rate
212 Buildings 2015 0% .0029
221.XX C.0.E.~SXS & Other various 0 .0056
221.22 C.0.E.~-Switchboard Amort. 0
221.23 C.0.E.-Analog Elec. Amort. (4]
221.24 C.0.E.~Microwave 1988.5 0 0
221.25 C.0.E.-Power Comp. of Switching 0
221.26 C.0O.E.~Circuit 1984 11 0 Iowa L 0
221.27 C.O0.E.-ANI/Tktg. Incl. with C.0.E. - SXS
221.28 C.0.E.~Digital 1984 20 0 Towa R 1.5
231.33 Sta. App. -
.38 Spl. Sve. Ete. Incl. with C.0.E. = Circuit

231.34 sta. App. - HDC Proposed same as present
232.20 sSta. Conn. - I.W, Amort. 0
235 Public Telephones 1984 10 -10 Iowa L 2
241 Pole Lines 1984 19 -38 Iowa L 2
242.1 Aerial cabie 1984 26 -9 Jowa S 1
242.2 Underground Cable 1984 30 -8 Iowa R 1.5
242.3 Buried Cable 1984 25 1 Iowa S 1
243 Aerjial Wire 1984 10 -40 Iowa S O
244 Underground Conduit 1984 40 0 Iowa S 3
261 Furn. & Office Eq. 1984 24 5 Iowa S 1
262 Off. Terminal Eq. 1984 10 10 Iowa L 2
264.XX Vehicles (Sedans &

Small Vans) 5 15
264.XX Vehicles (Heavy

Construction) 8 15
264.86 Other Work Eq. 1984 16 4 Iowa S O



